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E.O. 11652: N/A 
TAGS: EAGR, GW 

SUBJECT: PROPOSED EC WHEAT TARGET AND INTERVENTION PRICES 
REE: (A) BONN 01747 (B) EC BRUSSELS 9383 (C) EC BRUSSELS 9618 

1 . THE PRICE INCREASES REFERRED TO IN REF. A INDEED WERE 
PROPOSED BY THE EC COMMISSION AND WERE REPORTED IN PERCENT TERMS 
INF REF B IN NOV. 1974 AND IN UNITS OF ACCOUNT IN REF. C IN 

DEC. 1974. A TEN PERCENT INCREASE IN THE SOFT WHEAT TARGET 
PRICE WOULD BRING IT UP TO 140.72 U.A. PER METRIC TON. 

A NINE PERCENT INCREASE IN THE BASIC INTERVENTION PRICE WOULD 
INCREASE IT TO 125.93 U.A. PER METRIC TON. THE SPREAD WOULD BE 
14.79 U.A., AS CORRECTLY REPORTED IN REF. A. COMPARED TO THE 
SPREAD OF 12.40 U.A. IN 1974/75 PRICES, THE SPREAD IN THE 
PROPOSED 1975/76 PRICES WOULD INCREASE BY ABOUT 19 PERCENT. 

HALF OF THIS INCREASE IS ACCOUNTED FOR BY THE TARGET AND INTER- 
VENTION PRICE INCREASES AND THE OTHER HALF BY THE NEW DIFFEREN- 
TIATION IN THE TWO PRICES. 

2. THE EFFECT OF WIDENING THE SPREAD BETWEEN THESE TWO PRICES IS TO 
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WHEAT. THE MARGIN IS "THEORETICAL" BECAUSE IT IS A FUNCTION 
OF THE INTERNAL MARKET PRICE, WHICH IS A VARIABLE. THE MARGIN 
OF PREFERENCE IS GREATEST WHEN INTERNAL MARKET PRICES ARE AT 
THE INTERVENTION PRICE LEVEL, AND IT DECREASES AS INTERNAL 
MARKET PRICES APPROACH THE TARGET PRICE- PROVIDING WORLD 
MARKET PRICES ARE BELOW THE TARGET PRICE. 

3. A WIDER MARGIN OF PREFERENCE WOULD AFEECT ALL WHEAT, NOT 
JUST QUALITY WHEAT, AND WOULD EAVOR EC WHEAT IN THE INTERNAL 
EC MARKET BECAUSE IT WOULD DECREASE THE COMPETITIVENESS OF WHEAT 
FROM THE US AND OTHER THIRD COUNTRY .SUPPLIES- ALL OTHER THINGS 
BEING EQUEL. RAISING THE INTERVENTION'SUPPORT) PRICE WOULD 
SIMILARLY ENCOURAGE THE PLANTING OF ALL QUALITIES OF WHEAT. BUT 
IT IS DIFFICULT TO EVALUATE THE EFFECT EITHER OF AN INCREASE IN 
TH INTERVENTION PRICE PER SE OR OE THE DIEFERENTIATED INCREASE 
IN THE TWO PRICES, (10 PERCENT FOR THE TARGET AND INE PERCENT 
FOR THE INTERVENTION PRICE). SUCH INTENTIONS WOULD BE INELUEN- 
CED BY, AMONG OTHER THINGS, EARMERS' ESTIMATES OF THE MARKET 
PRICE FOR THEIR WHEAT COMPARED TO THE SUPPORT PRICE. 

3. THESE PRICE INCREASES HAVE BEEN TAKING PLACE STEADILY SINCE 
THE CAP WAS INSTITUTED AND COMMUNITY PREEERENCE HAS BEEN INHERENT 
IN THE CAP. BECAUSE OE THE IMPACT ON DOMESTIC PRODUCTION AND 
IMPORTS. THE USG HAS CONSISTENTLY OPPOSED BOTH THE LEVEL OE 
PRICES AND THE OPERATION OF THE CAP SYSTEM. 

5. IT IS NOT YET CLEAR WHETHER THE DECISION ON PRICES WILL 
BE MADE AT THE FEBRUARY 10-1 "MARATHON" MEETINGS OF THE 
COUNCIL OE AGRICULTURAL MINISTERS. 

GREENWALD 
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